





OREGON STATISTICAL 
REVIEW, APRIL 1961 


(For details see jp. 7-8) 


@ April witnessed a mild seasonal upturn in 
business activity, although it was probably not as 
strong as in several recent years. Wage and salary 
employment rose 7,500 between mid-March and 
mid-April, contrasted to 8,600 in the same period 
in 1960, and 12,800 in 1959. 

Bank debits totals were 4.7 per cent in April as 
compared to March, whereas in 1960 the similar 
month to month change was an increase of 1.9 per 
cent and in 1959 was an increase of 4.6 per cent. 

Similarly, building permits were up 26 per cent 
this year, which compared with 14 per cent last 
year and 24 per cent two years ago. 

Generally speaking, the economy appears to be 
operating at a slightly lower level than for a year 
ago. Bank debits are off 6.5 per cent from April 
1960, building permits are off 7.3 per cent, and 
employment was off 0.9 per cent (but unemploy- 
ment was up 55.1 per cent). All indicators were not 
down; April average weekly earnings of produc- 
tion workers was $101.52, up from $98.57 the pre- 
vious year and $97.96 the previous month. This is 
a new high. 

Despite the dominance of minus signs among 
the indicators, the attitude of Oregonians about 
the state of their economy appeared quite good. 

% * x 


@ Lumber production in the Douglas fir region 
of the Pacific Northwest was 9 per cent less in 
April 1961 than it was in April 1960. It had, how- 
ever, risen 5 per cent in April over the production 
for March of this year. One year ago the increase 
in production from March to April was 8 per cent. 

There was a year-to-year decrease of 6 per cent 
in average weekly orders, and a March to April 
decrease of 18 per cent. 

Unfilled orders at the end of the month were 
16 per cent less than for one year ago, and 10 per 
cent less in April 1961 than for March 1961. 

@ The index of man hours in manufacturing has 
increased from 74.8 in March to 78.7 in April. Al- 
though the month to month increase is greater this 
year than last the level remains much lower than 
the 87.9 reported for April 1960. 

@ There has been a 19 per cent decrease in the 
cumulative total of business failures in Oregon for 
the first four months of 1961 compared to the same 
period in 1960. Total failures in 1961 have been 
146; in 1960 the total for the first four months was 
181. The total figure for liabilities, however, is 
greater this year than last. The cumulative 1961 
total is $6,465,000, the 1960 total, $4,228,000. The 
increase in loss is nearly 53 per cent. 

@ Agricultural income, as indicated by cash 
receipts for farm marketing, shows a cumulative 
total of $69,718,000 for the first three months of 
1961. This is an increase of only one per cent over 
the same period of one year ago. However, for the 
same period in 1960 compared to 1959 there was 
a decrease of 7 per cent. 








Analysis and Review of Recent 
Social Security Changes 


By MARK R. GREENE 
Head of Department of Management, Production, and Marketing, University of Oregon 

Changes in Social Security legislation have been occurring so 
rapidly that it is difficult for the professional, let alone the layman, 
to keep abreast of the many implications and effects of these changes. 
This article presents in non-technical language what the benefits of 
the current law are, together with a sufficient historical review to 
permit a more intelligent analysis of the implications of the many 
changes that have occurred. 

Approximately 9.5 per cent of the population of the state of Ore- 
gon currently are receiving benefits under the Federal Social Se- 
curity Act. In June, 1960, 166,593 individuals, out of an estimated 
population of 1,758,319 in Oregon, received benefits. Of this total, 
4,628 were receiving disability income benefits, and the remainder 
were receiving old age benefits. The value of total payments was 
$10,743,772 or about one-sixth of the total benefits paid Oregon 
residents by life insurance companies under life and disability in- 
surance contracts in 1958. 

Background and Development 

The Old Age, Survivors, and Disability Insurance program 
(abbreviated OASDI) is the only large plan of social insurance 
which is both federally financed and administered. Unemployment 
insurance is federally financed, in part, but state administered. 
Workmen’s compensation and temporary disability insurance are 
both state financed and administered plans. OASDI is one of the 
four basic parts of the Social Security Act originally passed in 1935. 
The other three programs are (1) grant-in-aid plan to states for 
assistance to needy aged, blind, totally and permanently disabled, 
and dependent children, (2) grant-in-aid plan to states for services 
provided for maternal and child welfare, and (3) grant-in-aid 
plan to states for administration of state unemployment compen- 
sation funds. The first two grant-in-aid plans are usually referred 
to as “public welfare” plans and the third as simply “unemploy- 
ment insurance program.” 

The various public welfare plans will not be discussed here, be- 
cause it is thought that they are not true examples of social insur- 
ance. Applicants for public welfare receive benefits for which they 
pay no premiums, and must demonstrate that they have no other 
means of support. There is no compulsion to apply for benefits, 
i.e., the program is voluntary in nature. The recipients of social in- 
surance benefits, on the other hand, pay premiums which are related 
to the level of benefits, under plans which are compulsory, and 
benefits are paid regardless of need of the individual. Welfare pro- 
grams are financed by states out of general tax revenues with the 
help of federal subsidies. No advance accumulation of funds is 
made as is the case in true insurance plans. 

State welfare plans were the forerunners of the federal OASDI 
plan. Recognizing that state poor houses were unsatisfactory, Ari- 





1“OQld-Age, Survivors, and Disability Insurance,” Release by Social Security 
Administration, Eugene office. 

“ As reported in 1960 Life Insurance Fact Book (New York: Institute of 
Life Insurance) p. 45. 
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zona passed a state pension law in 1914 which provided a 
maximum of $15 per month. This law was declared un- 
constitutional, and by 1930 only 10 state laws had been 
passed. Under the impetus of the depression, the move- 
ment for pensions grew and by the time of the passage of 
the Social Security Act in 1935, 30 laws were in effect. 
However, because of requirements for long periods of resi- 
dence, low average pensions (about $15 per month). and 
inability of states to raise the necessary money or fi- 
nancing, these plans were considered unsatisfactory and 
federal assistance was deemed necessary.” 

An interesting sidelight of the pension movement was 
the Townsend Plan, a crusade developed by Francis Town- 
send, a retired physician who reportedly lost all his sav- 
ings in the 1929 stock market crash. Under this plan, $200 
would be given to each person over 60 who agreed to re- 
tire and to spend promptly all funds received. The argu- 
ment was that this would not only remove excess laborers 
from the employment force, but would stimulate business 
to the point that economic recovery would be quickly 
attained. Thus an early connection was seen between social 
insurance and general economic policy. The Townsend 
plan had many fallacies, but it stimulated the pension 
movement which finally culminated in the Social Security 
Act. 

OASDI has been changed considerably over the years. 
The original 1935 Act provided only retirement benefits 
for workers who had contributed to the plan for sufficient 
periods to entitle them to an insured status. There were 
cash refunds to survivors when the wage earner died and 
to living workers, aged 65, who had not been in covered 
employment long enough to qualify for benefits. In 1939 
the Act was amended, to bring in benefits for survivors of 
covered workers, and this marked the first of a series of 
changes which have been going on ever since. The law 
has been amended in almost every session of Congress. 
with major changes made in 1939, 1950, 1954, 1956, 1958. 
and 1960. Amendments have accomplished several lib- 
eralizations.* First, they have gradually brought under 
coverage almost every type of employment, so that about 
nine in every ten workers now must contribute to some 
kind of social insurance retirement plan. whether it be one 
sponsored by a state government, or some federal agency. 
Amendments have liberalized eligibility requirements. 
Amendments serving to increase the dollar level of bene- 
fits (e.g., disability income benefits were first added in 


% Domenico Galiardo, American Social Insurance (New York: 
Harper Bros. 1955) p. 49-52. 

4See Robert J. Myers, “Old-Age, Survivors, and Disability In- 
surance Provisions: Summary of Legislation, 1935-1958,” Social 
Security Bulletin, January, 1959, for an excellent summary of the 
details of these changes. 
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1956) have been added. Details of financial arrangements 
have been altered, although the basic plan of financing has 
not changed. 


OASDI Benefits 


Although the level and type of benefits have changed 
frequently under OASDI, it is instructive to examine the 
main features of current benefit provisions as a basis 
for understanding the law itself. Benefits are of three major 
types, retirement, disability and survivors. These will be 
examined in that order. The discussion below is based on 
the Act as it stood following the 1960 amendments. 

Retirement Benefits. The basis on which all payments 
of OASDI are made is the primary insurance amount of an 
insured worker. This benefit is currently 58.8 per cent of 
the worker's first $110 af average monthly wage. plus 21.4 
per cent of the next $290, rounded to the nearest even dol- 
lar, subject to a minimum of $33 and a maximum of $127. 
(The actual benefit is determined from statutory tables. ) 
The formula thus gives about three times as much weight 
to the first $110 as it does to the remaining earnings. The 
low income earner is thus treated more favorably than the 
high income earner. 

The average monthly wage is an amount computed by 
dividing total taxed earnings, from a “starting date” until 
the date of retirement, by the total number of months 
elapsing during the same period. Under present regula- 
tions the lowest five years of earnings plus any period of 
total and “long continued and indefinite” disability” may 

»* This provision was a part of the 1954 Amendments and is re- 
ferred to as the “disability freeze.” 
be dropped out of the calculation and the result is that the 
worker is not penalized for a period of very low earnings, 
or when he was working in an employment not covered 
by the law, or was disabled. 

A simple illustration of the primary insurance amount 
calculation will clarify the above rules. Suppose Jones 
becomes age 21 on January 1, 1960. His “starting date” 
for computation of the average monthly wage becomes 
January 1, 1961, the first day of the following year in 
which he reaches age 21.° 


During his subsequent working years Jones had the 
following history : 


Tota! 
Farnings Karnings 
15 $60,000 $60,000 

2 0 0 


Vumber of 


Job 


Status 


Covered 
Y ears 
Bank employee 
Worked for foreign 
government—not 
covered under OASDI 
Bank officer 
Totally disabled 
Partially disabled 
worked part time 
Full time bank officer 


77,000 97,600 
- 52 0 0 
3-55 ‘ 9,000 9,000 


-65 90,000 43,200 


$169,800 


$236,000 


Total 43 
Covered average monthly wage $236,000 — $236,000 = $457 
43 x 12 516 
Unadjusted “average monthly wage” $169,800 — $329 
Adjusted average monthly wage: 

Total wages in covered earnings $169,800 

Less: Earnings during disability —O 


516 months 
24 months 


‘The most common starting dates are two, after the worker 


reaches age 21 or January 1, 1951, whichever results in the highest 
average monthly wage. 
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Lowest 5 years of earnings: 
Two years in non-covered 
employment 
Three years when average 
earnings were $3,000 
(53 - 55) 


—24 months 


—36 months 


$160,800 432 months 
(Average: $160,800 — $372 


432 


Social Security Pension: 

Primary benefit: .588 of first $110 — 
214 0f remaining = 
earnings of $262 


$64.68 
$56.07 


120.75 
Primary benefit without the drop-out provisions: 
983 of $110 = $64.68 
214 of $219 = $46.87 


$111.45 or $111 


In the above calculations it may be observed first of all 
that only wages which are taxed enter into the average 
monthly wage calculations. Thus, while Jones earned $457 
a month on the average over his whole career, he was not 
taxed on any amount over $4,800 per year. the current 
maximum. His unadjusted average wage is 5329. 

Because there were two years of total disability which 
may be omitted plus three years during which his average 
earnings were only $5,000 and two years in which he earned 
nothing in covered employment, a total of 84 months may 
be dropped from the calculation, plus any earnings during 
that period. The effect of this is to increase his average 
monthly wage from $110 to $121. Jones would receive. 
then, as a retirement benefit under OASDI, $121.7 

If Jones has a dependent, his wife, or a child under age 
18, this benefit is increased by one-half for each such de- 
pendent, subject to a family maximum.” Jones must be 65 
before he is eligible for retirement, but his wife may draw 
her benefit when she is 62 or over. If Jones is 65, his wife 
60, his retirement benefit is $110, until his wife becomes 
eligible for benefits at age 62. Under current regulations 
her permanent benefit is reduced if she elects to receive it 
at age 62 rather than age 65.” 


Retirement test. Before Jones may receive his retirement 
benefit he must meet a “retirement” test. This test is ex- 
pressed in terms of income earned in any employment or 
self-employment after age 65. Basically, this is the way 
it works: Jones is permitted earned income of up to $1,200 
per year and receives all benefit for the year. If his earn- 
ings exceed this exempt amount, the excess earnings cause 
a deduction to be applied to his benefits. Jones will have 
$1 in benefits withheld for each $2 that he earns from 


‘These calculations are approximate, since, in fact, statutory 
tables are used to determine the exact benefit. 

* The family maximum is now the smaller of $254 per month or 
80 per cent of the average monthly wage. The maximum cannot be 
reduced below 1.5 times the primary benefit or $20 plus the pri- 
mary benefit, whichever is lower. 

* There is a permanent reduction of 6% per cent for each year 
under 65. Thus, if the dependent’s wife elects to receive benefits 
at 62 (assuming her husband is 65 or over), she receives 80 per 
cent of the amount to which she would have been entitled at age 
65. Her pension is thus 40 per cent, rather than 50 per cent, of the 
primary benefit. A widow's benefit is not reduced at age 62. 
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$1,200 up to $1,500. For every $1 that his earnings go 
above $1,500, $1 of benefits will be withheld. However, no 
deductions may be imposed for months in which Jones 
neither earns over $100 in wages nor renders substantial 
services in self-employment. 

For example, if Jones earns $400 a month for five months 
and does nothing for the rest of the year, he has earned 
$2000, but he will lose only five checks. If he is also self- 
employed during the year and has no net earnings from 
self-employment, total benefits of $650, or five full months 
plus $45 in the sixth month, will be withheld.* This ad- 
ditional deduction would be imposed since, presumably, he 
was performing substantial services in self-employment 
and therefore was not “retired.” When Jones reaches age 
72 the benefits are paid to him regardless of how much he 
earns. 

Over the years the retirement test repeatedly has been 
made more liberal. The original 1935 Act permitted no 
earnings from covered employment, but the 1939 Act 
amendments raised it to $14.99, the 1950 amendments to 
$50. the 1952 amendments to $75. The 1954 amendments 
switched the retirement test from a monthly basis to an 
annual basis, and included all earnings whether or not they 
derive from an occupation covered by the social security 
laws. A person was permitted earnings of $1,200 per year 
without loss of benefits. For each $80 (or fraction thereof) 
in excess of $1,200, one month’s benefit was withheld. ex- 
cept that no deduction may have been imposed for any 
month in which the beneficiary neither earned wages of 
more than $100 nor rendered substantial services in self 
employment. Now the test applies to all employment, cov- 
ered or not. but does not apply to income received from 
other pensions, investment income, or any other income 
received from sources other than active employment. The 
worker will not lose his OASDI pension because he has in- 
vestment income of any amount, the theory being that the 
income test is not a “needs” test but a retirement test. This 
preserves the basic theory of social insurance as being a 
true insurance plan where benefits are received auto- 
matically, in contrast to a welfare program where a retired 
person must be a pauper in order to receive benefits. 


Disability Benefits. In addition to the “disability freeze” 
provisions referred to above, Congress, in 1956, amended 
the Social Security Act to provide a disability income to 
an insured worker who became disabled between the ages 
of 50 and 64. Dependents became eligible in 1958. In 1960, 
Congress amended the Act to provide for the payment of 
disability benefits to workers regardless of age, and to their 
eligible dependents. This disability income is determined 
in the same way that a retirement benefit is determined, 
only it is ascertained as of the age at the time disability 
commences. Benefits are increased if the worker has de- 
pendents. The dependents each receive one-half of the pri- 


mary benefit, subject to a family maximum. 


* Calculated as follows: Earnings $2,000 minus $1,200 exemption, 
equals $800 “excess” earnings. Of this $800 Jones “loses” one-half of 
the first $300 and all of the remaining $500, a total of $650. Since in 
the sixth month he was not retired, and since he had thus far “lost” 
only $605 ($121 x5), he is subject to an additional deduction of 
$45 from his check during the sixth month. If he earns nothing 
else during the year, even though self employed, he would receive 
all of his remaining checks. 





In order to prove disability there must be medical evi- 
dence that the insured can no longer render substantial 
services in gainful employment. There is a waiting period 
of six months, and the impairment must be such that it is 
expected to continue indefinitely. Thus an illness that is 
disabling for a period longer than six months, but which is 
not expected to be long continued and indefinite in duration 
is not compensable under the law. This illustrates the fact 
that social insurance does not replace private insurance, 
but merely supplements it. A disability which is fully 
compensable under a commercial disability income policy 
may not be compensable at all under OASDI, because of a 
different definition of disability, or a different standard of 
claims adjusting. 


Survivors Benefits. OASDI provides for substantial 
amounts of “life insurance” under the survivors provisions. 
Subject to certain conditions, dependents of a deceased 
worker may receive benefits as follows: 


Who are eligible 


Widow, under age 
62, with child 


Amount of benefit 
34 primary insur- 
ance amount 


Duration of Benefit 
Until youngest child 
is 18 or prior remar- 
riage. Benefit con- 
tinues after age 18 


if child is disabled 


34 primary insur- 
ance amount 


Until reaching age 
18, prior remarriage 
or adoption. Bene- 
fits continue after 
age 18 if child is 
disabled 

‘4, primary insur- Life 
ance amount 


Widow, or widower, 
if husband was de- 
pendent on the 
wife), Dependent 
father age 65 or 
over or mother, age 
62 or over 


Any survivor! Lump sum of three 
times primary insur- 
ance amount subject 


to $255 maximum 


A widow loses her benefits (a) when her youngest child 
becomes 18, or (b) when she remarries, (c) when her earn- 
ings exceed $1,200, or in any month in which she does not 
have a dependent child in her care. If she does not remarry 
she may draw her full benefit again upon reaching age 62. 
A child loses his benefits upon marriage, upon reaching 
age 18, or upon being adopted by someone other than a 
step-parent, aunt, uncle, or grandparent. A child of a de- 
ceased retired worker may continue to receive his benefits 
indefinitely if he became permanently and totally disabled 
before he reached age 18 and continues to be disabled 
thereafter. 


The value of the life insurance benefits provided under 
OASDI, though it cannot be determined with certainty be- 
cause of the conditional nature of these benefits, is seen to 
be substantial. In fact, Social Security Administration es- 
timates placed the total value on January 1, 1957, as fol- 
lows: widows, $98 billions; mothers, 81 billions; children, 





10 Widow, widower, or anyone paying burial expenses, (as re- 
imbursement) . 
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$229 billion; and lump sum, $17 billions, for a total of 
$425 billions. This compares to an estimated $458 billions 
of insurance in force for all private insurers in 1957. These 
amounts represent the present value of all future benefits, 
based on a three per cent interest assumption, under 
OASDI. It is indeed remarkable that the amount of life in- 
surance in force under OASDI is approximately equal to 
the combined coverage in private insurers. It may be ob- 
served, however, that even with nearly $900 billions of 
life insurance in force, this still represented less than three 
times the national income. It would be conservative to say 
that the market for life insurance is certainly not exhausted 
by the addition of social insurance. Rather, it becomes pos- 
sible for more people to develop, through private insurers, 
a really adequate program of life insurance coverage for 
their dependents by considering OASDI as the base on 
which to build. 


Insured Status 


The benefit provisions discussed above apply only if the 
worker is either “fully insured” or “currently insured” 
under the law. A worker becomes “fully insured” upon 
meeting certain tests, and once this status is reached, he 
and his dependents are entitled to certain benefits. If a de- 
ceased worker fails to meet the test of being fully insured 
but meets the test for being currently insured, monthly 
benefits may be payable to his minor children and to his 
widow for as long as she has minor children in her care. 

A person becomes fully insured if he meets either of 
two tests: 


(1) he has worked in covered employment for 40 quar- 
ters (10 years) or (2) subject to a minimum of six calen- 
dar quarters, the worker has worked in covered employ- 
ment at least one third of the number of calendar quarters 
elapsing from his starting date until the time he attains 
retirement age, becomes disabled, or dies, whichever 
occurs first. Generally, a worker is credited with a quarter 
of coverage if he is paid at least $50 in any calendar quar- 
ter. Different tests apply to self-employed persons and to 
agricultural labor. Thus, if a worker’s starting date is 
January 1, 1960, he becomes fully insured under OASDI 
if he works continuously in covered employment for at 
least one and one-half years and continues to work in at 
least one third of the elapsed quarters. Once he has worked 
10 years he is fully insured no matter how much longer he 
works. It should be observed that being “insured” has 
nothing to do with the calculation of benefits. Insured 
status is simply a prerequisite to being eligible for any 
benefits. If a worker is employed for 10 years at $400 per 
month in covered employment and then works 30 additional 
years in non-covered employment he is fully insured, but 
his average monthly wage is only $100 ($48,000 / 480 
months) and he would receive retirement benefit of only 
$59.00 (.588 x $100) rounded to the nearest dollar. 

A worker is “currently insured” if he has worked in 
covered employment at least six of the last 13 quarters, in- 
cluding the quarter in which he dies or reaches age 65. 
Thus a worker could enter the covered labor market 30 
years after his starting date, work for six quarters, and if 
he dies he is currently insured and has certain rights under 
the law. A summary of insured status requirements for 
different types of benefits after the 1958 amendments 
follows: 
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THE UNIVERSITY AND THE 
BUSINESS COMMUNITY 


e@ Sioma Kagan, professor of international business, has 
been invited by Standard Oil Company of New Jersey to par- 
ticipate in its fourteenth Jersey Roundtable in New York 
City, June 20-22. About 20 academic participants from the 
United States and the same number from the company will 
meet in this combination conference of the highest policy and 
decision making level and advisory meeting. The theme is to 
be, “Preblems and Challenges of Doing Business in Latin 
America.” 

Professor Kagan addressed the Pacific Coast Electrical 
Association at its San Francisco meeting on May 17, and the 
Northwest Electrical Light and Power Association Conference 
in Medford on May 26. His topic was, “The International 
Relationships Which Will Affect the Preservation of the Free 
Enterprise System and Our Democratic Government.” 


@ Wesley C. Ballaine, director of the Bureau of Business 
Research, attended an annual American Travel Research 
Conference in Reno, Nevada on April 12-14, and participated 
in the program of the Pacific Northwest Trade Association 
in Portland on April 16-18. On April 24 he addressed the 
Conference of Executives of Pacific Telephone-Northwest in 
Portland. 

With Paul L. Kleinsorge, professor of economics, Professor 
Ballaine attended the Manpower Conference on May 3-5 at 
Pebble Beach, California. This conference is sponsored by 
the National Manpower Council of Columbia University and 
the Institutes of Industrial Relations of the University of Cali- 
fornia at Berkeley, and at Los Angeles. 


e D. A. Watson, assistant director of the Bureau, attended 
a planning session in Seattle May 11-12 where representa- 
tives of the Bureaus of Business Research from the Univer- 
sity of Washington, Washington State University, and the 
University of Oregon explored the possibility of joining cer- 
tain large business groups in a research program for develop- 
ing social accounts for the Pacific Northwest. 


e John Miner, associate professor of management, ad- 
dressed the third annual office management conference on 
the campus May 11. His topic was, “The Contribution of Psy- 
chology to Organizational Effectiveness.” 

In mid-April Professor Miner was a panel member in a dis- 
cussion entitled, “The Approaches to Organization Theory,” 
for the Second Annual Conference of the Western Division 
of the Academy of Management at Monterey, California. 


e Clyde E. Browning, assistant professor of real estate, 
and James N. Tattersall, assistant professor of economics, 
participated in the program of the Regional Science Associa- 
tion which met in Las Vegas, Nevada in early April. 


@ Louis Hamill, instructor of business economics, pre- 
sented his paper on “Integrated Wood Processing Plants” 
before the Association of Pacific Coast Geographers in San 
Francisco in early April. 


@ The School of Business Administration assisted with 
the planning and program for the First Annual Southern 
Oregon Business Conference in Medford on May 2. Dean 
Richard L. Lindholm and Professors David Baerncopf, OQ. K. 


Burrell, John Miner, and Norman Taylor participated. 


@ John A. Guthrie, director of the Bureau of Economic 
and Business Research at Washington State University, and 
professor of economics, addressed an assembly and a graduate 
seminar on the Oregon campus May 9. His topic was, “Our 
Forest Resources—Abundance or Scarcity.” His material was 
based on his book which deals with the forest resources of 
the United States and was recently published by the Johns 
Hopkins Press. 
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Insured status requirement 
for worker 


Beneficiary category 


Retired worker (old age) —..............._. Fully 
Disabled worker... _.Fully and for disability 
determination! 
Dependents of retired worker 
(for old age and disability 
Wife. spaneniicaia ne 
Husband eeeeeecenenneeeseneeereeeeeee-aee- if Ully and currently 
Child panties a 
Survivors of worker: 
Widow | sajtiaesvlianidadaae 
Widower ..Fully and currently 
Widowed mother _............ ully or currently 
Parent siccicciteiaiintedciea 
Child o owe fully or currently? 
Lump-sum payment beneficiary _Fully or currently 
“Disability freeze” beneficiary Fully and for disability 
determination? 


It can be observed that the young widow and children of 
a worker who has worked six quarters in covered employ- 
ment just before his death would receive benefits under 
the law, since currently insured status is all that is re- 
quired. If the widow had not had children, however, the 
deceased worker would have had to be fully insured. A 
retired worker need only have fully insured status, for his 
widow to be eligible for benefits upon his death, but a 
widower cannot receive benefits unless his spouse was 
both fully and currently insured. 


Financing 

OASDI is financed by a tax on both the employee and 
the employer in equal amounts. At first an employee paid 
a one per cent tax on the first $3,000 of annual income 
earned in covered employment, but this base has been 
gradually increased until the 1958 amendments raised it 
to $4,800. The tax rate on covered wages has been raised 
so that in 1960 it is 3 per cent for both the employee and 
the employer, of which one fourth per cent is for disability 
income coverage. This rate is scheduled to be increased to 
3.5 per cent in 1963, 4 per cent in 1966, and to 4.5 per cent 
in 1969; beyond this time no further increases are con- 
templated. 

A worker and his employer may pay in an average of, 
for example, eight per cent of wages up to $4,800, or $384 
a year for a pension of $127 when the worker reaches age 
65. The premium for a private annuity of this amount 
would be approximately $635 if the worker is age 35. If 
the worker has a wife, his OASDI pension increases by 50 
per cent, but there are no added taxes to pay. How is it 
possible for the government to offer such a bargain? Is 
the plan actually sound? 

The actuarial soundness of the OASDI program has 
been analyzed by the Advisory Council on Social Security 
Financing, appointed by Congress to study the matter. The 
Council reported that the present rate of contributions are 
sufficient for both short-range and long-range costs, based 





1 A disabled worker must not only be fully insured, but also must 
meet additional requirements specified for disability determination. 
These requirements are that he shall have worked 20 quarters (five 
years) in the preceding 40 quarters, including the quarter of his 
disability. 

2 In certain instances (for most married women workers), cur- 
rently insured status may be required. 

3 Currently insured status as well as fully insured status was re- 
quired under the 1954 Act, but this provision was changed by the 
1958 Act. 


) 





on the best estimates available. Specifically, the Council 
concluded that the program is in close actuarial balance 
since the level premium cost of OASDI is 8.27 per cent of 
payroll, based on intermediate cost estimates, as compared 
to the level-premium equivalent of the contributions of 
8.02 per cent. The level premium cost of the disability in- 
surance part of the program is .49 per cent of payroll. 
compared to .5 per cent contribution rate."? 

This standard of actuarial solvency is of course not the 
same as for a private life insurance company, which must 
have on hand at all times reserves which will meet all fu- 
ture obligations even if future premium payments are en- 
tirely cut off. The OASDI has a trust fund, approximately 
$20 billions, which is intended to meet only short term 
contingencies, and not to meet all future promised pen- 
sions. The Advisory Council concluded that it would be 
inappropriate to require a “full reserve” by private pen- 
sion standards, since the social insurance plan can rea- 
sonably be expected to continue indefinitely. Furthermore, 
if Congress wishes to change benefits, or if future fluctua- 
lions in employment reduced or increased collections, the 
plan would be in continual trouble under full reserve 
methods because the reserve would constantly tend to be 
either “too large” or “too small.” 

It is apparent why OASDI appears to be such a bargain 
in comparison to private pensions. The premium for the 
private pension must be large enough to permit the in- 
surer to accumulate a full reserve. The private insurer must 
pay the pension under definite contractual agreements and 
must collect a given premium. In social insurance neither 
of these variables is fixed. The income of the social insurer 
may increase or decrease, and not all workers will be paid 
a pension even if they have contributed all of their lives. 
For example, a worker may have paid taxes all his life and 
then die at age 64, leaving no dependents. He receives 
nothing under OASDI (although his burial expenses will 
be paid) ; contributions paid by both him and his employer 
will go to the benefit of others. A widow may remarry, thus 
cutting off her social insurance benefit. A retired worker 
may continue to work part time so that he fails to meet the 
retirement test and will thus lose his benefits, even though 
he has paid Social Security taxes all his life. Because of 
these and other factors, the promised benefits under 
OASDI appear large in relation to private plans: but, as 
noted, there are good reasons why this is true, and it is 
not because the plan is “actuarially unsound,” unless one 
wants to argue about the definition of “actuarial unsound- 
ness.” It is, rather, that the above results follow from the 
basic nature of a social insurance plan, where individual 
benefits are not necessarily closely tied to individual pre- 
miums paid in. 


Conclusion 
The Social Security law is a complex and technical Act 
requiring very close study if one is to understand the 
benefits to which he will become entitled. It is easy to read 


11 “Financing Old-Age, Survivors, and Disability Insurance: Re- 


9 


port of the Advisory Council on Social Security Financing,” Social 
Security Bulletin, February, 1959, p. 3-4. Because 1960 amendments 
permitted workers below age 50 to draw disability benefits, the 
actuarial cost of these benefits is currently a little higher than .5 
per cent of payroll. See Actuarial Cost Estimates and Summary of 
Provisions of OASDI as Modified by Social Security Amendments 
of 1960. September, 1960. (U.S.G. P.O. 1960), p. 17. 
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short summaries of its provisions and thereby come to 
very erroneous ideas concerning the amount of benefits, 
their duration, and provisions for qualification. The law 
gradually has been liberalized, and there is sirong evidence 
that this liberalization process will continue. Social Se- 
curity payments represent a transfer of funds from those 
in the population who work to those who can no longer 
work because of age or disability. The citizen should under- 
stand that fundamental fact before voting for indefinitely 
large benefit levels. The total costs of future benefits is not 
“reserved” in the manner which is true of private pen- 
sions. It should also be recognized that the benefits under 
Social Security are designed to provide only a “floor of 
protection,” and not to be the mainstay of one’s retire- 
ment program. If present trends continue, however, there 
is a good possibility that Social Security benefits will be- 
come the mainstay of one’s economic security in old age, 
and during one’s total disability, with individual savings, 
private pensions, and life insurance programs playing a 
minor role. Such a result means, of course, an ever increas- 
ing shift to dependence on central government. Whether 
or not this is desirable is one of the great political contro- 
versies of the 20th century. 





Executive Training Programs 


Executive development programs offer to the “heir 
apparent” in industry an opportunity to prepare for the 
responsibilities he is almost certainly going to encounter. 
Executive development programs are not in-service train- 
ing, nor required professional courses. It is more accurate 
to say that they provide professional enrichment, broader 
thinking, and a new point of view from which to relate the 
company, the economy, and society. Experiment in the 
planning of such programs shows that they are most suc- 
cessful when the executive enjoys removal from the stress 
of his daily routine for a period of time devoted to study 
and association with other persons of various backgrounds 
and executive experience. Such a contemplative, monastic 
experience is a luxury all too rare. The majority of com- 
panies who sponsor these programs for their executives, 
and the executives who avail themselves of the opportunity, 
are lavish in their praise and enthusiastic about the favor- 
able results. 

Executives from ten companies have just completed 
such a development program at the University of Oregon. 
Titled, “Operations Management Conference,” the pro- 
gram divided its attention equally between study of quanti- 
tative techniques, the individual factors which influence 
performance, and personnel management. Emphasis was 
kept on the inter-relation of each area to the other. The 
wisdom of such an approach is borne out in the comments 
of the students; some admitted to approaching one or an- 
other lecture with reluctance, only to be delighted with the 
new information or the new vantage point. 

Three top-flight professors from the faculty of the School 
of Business Administration lectured daily at the confer- 
ence. Stanley Vance, specialist in industrial administration 
directed the study in quantitative techniques: John Miner, 
an industrial psychologist, directed study in individual 
differences; and Edwin Beal, a specialist in labor relations. 
directed study in personnel management. All three are 


Oregon Business Review 





recognized experts in their field and their publications are 
much in use as textbooks. Students attending the confer- 
ence were impressed by the wealth of knowledge possessed 
by the staff. Various commendatory remarks of the stu- 
dents are best summed up in the words of one executive: 
“All three lecturers were jewels I hardly expected to en- 
counter in one conference.” 

In addition to lecturing at the more formal class ses- 
sions, the faculty spent all day every day in constant attend- 
ance at the conference. They were available for private 
conversation, informal discussions. and the social and 
philosophical debate characteristic of any gathering of 
inquiring minds. Executives in attendance voiced apprecia- 
tion of this unique service. 

Though not an academic course in the usual sense of 
earning a grade or a credit toward a degree. the conference 
did employ final examinations. The examinations were 
found to be useful for bringing into focus all of the ma- 
terial studied, and for providing a mental discipline not 
otherwise present. A special library was installed at con- 
ference quarters for additional study as well as the re- 
quired reading. Though broad segments of time were 
allocated for study, the conferees begged for more; they 
preferred to forego after dinner social programs in order 
to return to their books, a preference not characteristic 
of the traditional conference. Comfortable accommoda- 
tions for all phases of the conference were provided in one 
of the new dormitories on the University campus. 

Sponsorship of the conference was a joint cooperation 
hetween the University’s School of Business and the Ex- 
tension Division of the State System of Higher Education. 
Don Low supervised the planning and arrangements. At 
the present time future plans are not complete, but it is 
certain, says Professor Low, that a similar program will 
be undertaken. Whatever form future conferences assume 
will be based upon an evaluation of the conference just 
concluded and upon recommendations of industrial rep- 
resentatives. 

Companies represented at the 1961 conference were: 
Boeing Airplane Company, Bohemia Lumber, Crown Zel- 
lerbach, Cuddeback Lumber, Hanna Nickel Smelting Com- 
pany, Oregon Fruit Products Company, Pacific Telephone- 
Northwest. Pacific Power & Light, Weyerhaeuser, and U.S. 
Plywood Corporation. 





OREGON STATISTICAL REVIEW 


Cash receipts from farm marketing. The United States Agri- 
cultural Marketing Service reports that cumulative receipts for the 
first three months of 1961 were $69,718,000. This is an increase of 
1 per cent over the 1960 total of $68,708,000 for three months, The 
following table shows the monthly data, in thousands of dollars. 

1961 1960 
$28,303 $27,453 
20,401 20,231 
21,014 21,024 


January 
February 


March 


Fir plywood. The Douglas Fir Plywood Association’s latest 
quarterly report on fir plywood production, orders, and shipments is 
for 146 plants in Washington, Oregon, California, and Montana. Re- 
cent census data imply that approximately two-thirds of the pro- 
duction comes from mills operating in Oregon. The totals are in 
millions of square feet. 

Percentage 
change 


January through March 
196] 1940 
1,920 2.093 
2.256 1,977 


1,970 


Production 


— 8.3 
+14.1 
1,977 — 04 


New orders 
Shipments 


May 1961 


Construction. The Bureau of Business Research, in cooperation 
with the F. W. Dodge Corporation, reports March 1961 construction 
contracts in Oregon had a total value of $23,062,000. This is a de- 
crease of 23 per cent from the total for March 1960. Comparative 
data, in thousands of dollars, follow: 


Mar. 1961 
Non-residential $ 5,597 
Dwelling units 12,081 
Public works and utilities 5.384 


Fel. 1961 
$ 5,290 
8.349 
39,517 


Mar. 1960 
$10,746 
10,358 
8,690 


$53,156 $29,794 


$23,062 


Non-residential construction in Oregon in March 1961 totaled 501.- 
000 square feet; for the same month one year earlier it totaled 
1,015,000 square feet. 

In March 1961] there were contracts for 963 dwelling units, total- 
ing 1,099,000 square feet. For the same month one year earlier there 
were 790 units, totaling 958,000 square fect. 

The cumulative total for the first three months of 1961 shows that 
the value of building contracts in Oregon was 8 per cent lower than 
for the comparable period in 1960. For the 11 western states the 
cumulative three-month total value for 1961 was 3 per cent above 
that for 1960. The national cumulative total value was 2 per cent 
higher for the first three months of 1961 than for the same period in 
1960. The figures in this paragraph do not include those for public 
works or utilities. 


Average weekly earnings of production workers in manufac- 
turing industries in Oregon provide timely information on current 
trends of labor costs as well as rough measures of average income 
available for purchasing goods and services. Both aspects of this in- 
formation make the figures valuable for consolidations with other 
data in evaluating the current business situation. Data below are 
supplied by the Oregon State Department of Employment. 


1961 1960 

January $ 97.79 $95.72 

February 95.52 96.78 

March 97 .96 96.47 

April 101.52 98.57 
Index of man hours in manufacturing. A reliable index of 
change in manufacturing activity is the man hours of industrial pro- 
duction workers. The index is computed by the Bureau of Business 
Research from data supplied by the Oregon State Department of 
Employment (1951 = 100). Figures apply only to personnel en- 
gaged in direct manufacturing; sales, office, and general administra- 
tive employees are excluded. No adjustment for seasonal variation 
has been made. The most recent reading for Oregon is for April 1961. 

1961 1690 

January 74.1 82.9 

February 71.4 84.3 

March 74.8 85.3 

April 78.7 87.9 


RESIDENTIAL BUILDING PERMITS FOR OREGON 


Apr. 1961 Mar. 1961 Apr. 1960 
New Vew Vew 

Dwelling Units Dwelling Units Dwelling Units 

No. Value No. , Value 
96,400 118,690 
16,000 45,300 
180,650 212,900 
118,000 68,500 
52,500 15,000 
181,000 291,000 
528,525 $92,915 
129,500 77,500 
152,500 244,750 
23,500 192,500 
64,864 19,398 
59,500 44,000 
225,500 193,000 
242,300 85,190 
34,262 12,492 
92,400 66,000 
1,384,310 2,121,720 
49,227 54,979 
200 300 318,000 
67,020 21,500 
59,000 63,000 
148,230 728,075 
77,000 81,600 
1,011,515 1,027,293 
703,800 710,518 
2,184,244 
1,963,320 
1,343,389 


Value No. 


14,000 ll §$ 
66,500 
255,750 
20,000 
21,000 
119,000 
316,975 
235,000 
116,000 
49,000 
34,785 
23,000 
148,500 
89,800 
74,360 
186,000 
,194,650 
66,484 
189,300 
16,704 
21,000 
514,225 
228,903 
767,213 
582,625 
2,052,958 
1,183,495 
1,359,961 


Albany 
taker 
Beaverton 
Bend 
Coos Bay 
Corvallis 


to 
foo) 
") 


“Is Ww S&S W& bo 


Eugene 

Grants Pass 
Hillsboro 
Klamath Falls 

La Grande 

Me Minnville 
Medford 
Milwaukie 

North Bend 
Pendleton 
Portland 
Roseburg 

Salem 

Springfield 

The Dalles 
Clackamas County 
Douglas County 
Lane County 
Marion County 66 
Multnomah County 143 
Washington County* lll 
120 other communities 127 


—_ a 
a to 


wo = 
vi wi bho 


_ 
— 
one Oo Kw UN & © 


to 


es 
~ 


= 
— 


Total for Oregon 970 $11,688,556 852 $10,007,188 1,068 $12,518,106 
* Washington County figures are included in the totals for the first time. 
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OREGON ECONOMIC STATISTICS 


Electric energy. The Public Utility Commissioner of Oregon 
reports that during March 1961 the total number of kilowatt hours 
of electricity sold by privately owned electric utilities in Oregon 
was less than 1 per cent higher than that for March 1960. Total sales 
for the twelve-month period ending March 31, 1961 were 3 per cent 
higher than those of the corresponding period one year earlier. 


Life insurance sales. The Life Insurance Agency Management 
Association reports that for March 1961 sales of ordinary life insur- 
ance in Oregon were 23 per cent higher ($7,698,000) than for 
February 1961, and 7 per cent lower than for March 1960. The na- 
tional figures show a 19 per cent increase over those of the previous 
month, and a 1 per cent increase over those of March 1960. 


Employment. Information on employment in Oregon is reported 
each month by the State Department of Employment in Salem. The 
latest estimates and revisions follow. 

Apr. 1961 
61,900 
16,400 
49,500 

_ 127,800 

22,000 

81,300 

98,700 

159,600 


Mar. 1961 
59,500 
16,600 
48,400 


Apr. 1960 
72,200 
17,300 
52,100 


Lumber and wood products — 
Food and kindred products . 
Other manufacturing - 


141,600 
24,300 
80,400 
94,600 

159,100 


124,500 
19,900 
80,400 
98,500 

158,600 


Total manufacturing 
Contract construction 
Retail trade 
Government on 
Other non-manufacturing - 


... 361,600 
. 489,400 
49,800 


357,400 
481,900 
64,500 


358,400 
500,000 
32,100 


Total non-manufacturing 
Total wage and salary employment 
Unemployment 


Department store sales. Figures on department store sales are 
compiled by the Federal Reserve Bank of San Francisco for Oregon, 
the Portland and Eugene areas, and Salem. The data are released 
for Portland each week, and once a month for all three cities and 
the state as a whole. 

The most recent Portland area data are for the week ending May 
13, 1961, when sales were 15 per cent above those of the correspond- 
ing week in 1960. 

Sales for the month of March 1961 and for the first three months 
of 1961 have been compared with those for the corresponding periods 
one year earlier. Percentage changes are shown in the following 
table. 

Jan. 1, 1961 to 

Mar. 1961 Mar. 31, 1961 
Oregon olen pnannneaneDNRRRNRRRENNEIRENAnmND NNN +2 
Portland area srenenementeienmneainsnnmiainentananntetis -|-2 


Eugene area _.. _— emnenanene pountnnniangiamiiete +2 


Banking. Loans, investments, and deposits of Oregon banks that 
belong to the Federal Reserve System are reported by the Federal 
Reserve Bank of San Francisco each month. The figures below are 
in millions of dollars and are for the month ending as of the date 
shown. 

Mar. 29, 1961 Mar. 30, 1960 
Loans = _$ 915 $ 930 $ 929 
Investments wien sliseitaialuaitinidaia 645 650 624 
Deposits sade a 1,739 1,670 


Mar. 1, 1961 


BANK DEBITS 


Bank debits represent the dollar value of checks drawn against the deposit accounts of individuals and business firms. Bank debits are considered good indicators 
of current business activity. But their value for this purpose can be impaired if they include large checks used to transfer funds for the purchase of certain kinds of capi- 
tal assets that are not “‘business activity.”’ This month the Bureau of Business Research collected data on bank debits from 230 banks and branches. 


Oregon 


Portland area (Multnomah, Washington, Clackamas, Columbia counties) 
Mid-Willamette Valley (Polk, Benton, Linn, Marion, Yamhill counties) 
North Oregon Coast (Tillamook, Clatsop, Lincoln counties) 

West Central Oregon (Douglas, Lane, Coos counties) 

Southwestern Oregon (Curry, Jackson, Josephine counties) 

Upper Columbia River (Sherman, Hood River) Wasco, Gilliam, Wheeler counties) 
Pendleton area (Umatilla, Morrow counties) : 
Central Oregon (Deschutes, Crook, Jellerson counties) 

Klamath Falls area (Klamath, Lake counties) 

Baker, La Grande area (Baker, Grant, Union, Wallowa counties) 
Southeastern Oregon (Harney, Malheaur counties) 


BUILDING PERMITS 


Percentage Change 
April 1961 
compared with 
Mar. 1961 Apr. 1960 


— 6.7 — 6.5 


Number 
of Banks 
Reporting 


Debits 
Apr. 1961 


230 $1,964,326,192 


Debits 
Mar. 1961 


$2,060,307 ,904 


Debits 
Apr. 1960 


$2,101 ,303,146 


7 1 253,285,588 1,336,922 ,320 1,356,451 ,552 — 6.3 7.6 


43 
12 
31 
15 
10 
1] 

6 

8 
10 


J 


244,135,392 
30,882 ,400 
186,384,996 
85,391,052 
21,229,838 
28,869,430 
29,450,278 
33,092,174 
22,767 ,568 


28,837 ,476 


252,740,618 
32,746,514 
181,521,402 
86,168,222 
26,314,131 
30,546,235 
28,582,004 
30,351,550 
25,327,221 


29,087 ,687 


231,964,217 
34,687 ,078 
204,131,200 
92,705,353 
28,096,174 
32,505,156 
31,339,712 
37,025,050 
27,109,075 


25,288,57 


Building permits are a report of plans rather than of construction in actual operation. Interpretation of these data must allow for time elap 


of the permit and the beginning of construction. The information has been collected by the Bureau of Business Research from building 


— 3.4 
=— §.7 
+ 2.7 
— 0.9 
—19.3 
— 5.5 
+ 3.0 
+ 9.0 
—10.1 
— 0.9 


+ 5.2 
—11.0 
— 8.7 
— 79 
—24.4 
—11.2 
— 6.0 
—10.6 
—16.0 
+14.0 


sed between the issuing 


Albany 

Baker 

Beaverton 

Bend 

Coos Bay 

Corvallis 

Eugene 

Grants Pass 
Hillsboro 

Klamath Falls 

La Grande 
McMinnville 
Medford 
Milwaukie 

North Bend 
Pendleton 
Portland 

Roseburg 

Salem 

Springfield 

The Dalles 
Clackamas County 
Douglas County 
Lane County 
Marion County 
Multnomah County 
Washington County* 
120 other communities 


* Washington County figures are included in the totals for the first time. 


8 


New 


Dwelling Units 


Apr. 1961 


$ 96,400 
16,000 
180,650 
118,000 
52,500 
181,000 
528,525 
129,500 
152,500 
23,500 
64,864 
59,500 
225,500 
242,300 
34,262 
92,400 
1,384,310 
49,227 
200,300 
67,020 
59,000 
448,230 
77,000 
1,011,315 
703,800 
2,184,244 
1,963,320 
1,343,389 


$11,688,556 


New-non 
Residential 
Apr. 1961 


$ 85,265 
7,100 
170,595 
11,335 
153,045 
1,303,013 
153,850 
147,200 
13,500 
2,000 

200 
307,740 
16,937 
600 
845,355 


701,150 
19,751 
400 

8,250 
14,695 
300,405 
77,400 
471,000 
686,175 
1,081 ,839 


$6,638,800 


Additions 
Alterations 
& Repairs 
Apr. 1961 
$ 25,279 
21,500 
3,725 
11,700 
17,070 
72,310 
146,495 
7,300 
17,439 
227 ,820 
9,150 
31,086 
65,545 
6,426 
21,020 
29,660 
951,495 
56,199 
25,170 
25,215 
27,115 
300 
106,311 
28,710 
240,590 
62,300 
472,049 


$2,708,979 


Totals 
Apr. 1961 


$ 206,944 
44,600 
354,970 
141,035 
222,615 
1,556,323 
828,870 
284,000 
183,439 
313,320 
74,014 
90,786 
598,785 
248,726 
72,219 
122,660 
3,181,160 
49,227 
957 ,649 
111,941 
84,615 
483,595 
91,995 
1,418,031 
809,910 
2,895,834 
2,711,795 
2,899,277 


$21,036,335 


T otals 
Mar. 1961 

$ 70,820 
145,220 
302,109 
47,200 
201,130 
130,150 
524,040 
288,950 
205,855 
181,440 
48,261 
35,950 
378,758 
92,167 
132,719 
304,571 
2,632,430 
66,484 
262,225 
164,443 
174,400 
619,825 
240,615 
900,914 
664,835 
3,045,358 
2,336,263 
2,540,213 


$16,737,345 


departments in local government. 


T otals 
Apr. 1960 


$ 120,390 
72,025 
290,924 
176,145 
191,583 
374,950 
2,168,480 
120,225 
287,355 
288,175 
28,401 
52,850 
674,104 
87,710 
23,572 
421,267 
4,409,895 
279,009 
469,070 
87,025 
84,108 
918,241 
125,678 
1,884,718 
893,523 
3,518,868 
1,414,446 
3,223,508 


$22,702,795 
J3287 
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